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SUBJECT: PREPARATION FOR FEBRUARY 1 1 ENERGY CONFERENCE - 
CURRENT FRENCH POLICY AND PROJECTIONS - UPDATED 

REF: STATE 7324; PARIS 1794 

1. SUMMARY THE FLOAT OF THE FRANC HAS NOT BEEN ACCOMPANIED 
TO DATE BY ANY SUBSTANTIAL CHANGE IN GOF MACROECONOMIC POLICY 
ORIENTATION. THERE HAS BEEN NO OFFICIAL REVISION OF FORECASTS 

TO ACCOUNT FOR FLOATING BUT A PRIVATE POST-FLOAT FORECAST CON- 
FIRMS GOF 1974 ECONOMIC PROJECTIONS CITED IN PARIS 1744. 

A REVERSAL IN THE DIRECTION OF EXTERNAL PAYMENTS CONTROLS HAS 
ACCOMPANIED THE FRANC FLOAT. FORMERLY DISCOURAGING NET CAPITAL 
INFOLOWS, THE GOF IS NOW ACTIVELY ENCOURAGING THEM. ALSO NOTE- 
ABLE IS PRESIDENT POMPIDOU'S STATEMENT LAST THURSDAY THAT OIL 
PRICES HAVE RISEN TOO FAR AND TOO FAST. END SUMMARY. 

2. ECONOMIC OUTLOOK AND POLICY - GOF PRESENTATIONS BEFORE 
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THE SPECIAL SESSION OF PARLIAMENT LAST WEEK REVEALED LITTLE NEW 
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INFORMATION (PARIS 1998). GOF ECONOMIC POLICIES WOULD REMAIN 
UNCHANGED. THE PREVIOUS PUBLIC FORE ASTS OF 1974 BALANCE OF 
PAYMENTS AND THE COST OF OIL WERE AFFIRMED AS VALID DESPITE 
FLOAT OF FRANC. LATER PRESIDENT POMPIDOU CALLED FOR PLANNING 
COMMISSION TO EXAMINE LONGER RANGE OPTIONS WHICH WOULD FORM 
BASIS OF GOF ACTION PLAN TO BE REPRESENTED BEFORE PARLIAMENT 
CONVENES IN REGULAR SESSION APRIL 2. THESE WOULD BE BASIS OF 
"INTERIM" ECONOMIC PLAN TO RUN FOR TWO OR THREE YEARS AND TO 
UPDATE SIXTH PLAN, WHICH COVERS PERIOD 1971-1975. 

3. PRIVATE FORECASTS - PARIS CHAMBER OF COMMERCE HAS 
RELEASED FIRST AVAILABLE PRIVATE 1974 FORECAST ACCOUNTING FOR 
MOST RECENT OIL PRICE/SUPPLY DEVELOPMENTS. FORECAST ALSO TAKES 
ACCOUNT OF FRANC FLOAT. CONCLUSIONS CLOSELY FOLLOW INTERNAL 
GOF FORECAST REPORTED IN FIRST TEL THIS SERIES. REVISED GROWTH 
IN REAL NATIONAL PRODUCT FOR 1974 FORECAST AT 4.4 PERCENT 
COMPARED TO GOF FORECAST RANGE OF 4.0 TO 4.5 PERCENT. 1974 
NATIONAL PRODUCT DEFLATOR FORECAST AT 10.8 PERCENT AND CONSUMP- 
TION DEFLATOR AT 12.5 PERCENT ASSUMING A 1.0 PERCENT INCREMENT 

IN THE INDICES DUE TO IMPORT PRICE INCREASES AND AN EVENTUAL 
PETROLEUM COST 20 PERCENT HIGHER THAN AT PRESENT. TRADE 
DEFICIT WOULD BE 1 1 BILLION FRANCS IN 1974 AS MORE FAVORABLE 
EXCHANGE RATE DUE TO FLOATING LIMITED IMPORT GROWTH (IN VOLUME). 
COMMENT: THIS PRIVATE FORECAST, LIKE OTHERS IN FRANCE, IS 
LARGELY DERIVATIVE AND JUDGEMENTAL, BASED ON TINKERING WITH 
OFFICIAL FORECASTS AND ASSUMPTIONS. 

4. MONETARY POLICY - FRENCH CREDIT POLICY HAS CONTINUED TO 
TIGHTEN SINCE FIRST OF YEAR REFLECTING NEW DESIRE THAT MONEY 
RATES ATTRACT FOREX INFLOWS AND DISCOURAGE OUTFLOWS. INTEREST 
ON DAY-TO-DAY MONEY REACHED 15 PERCENT ON THURSDAY, JANUARY 24, 
BEFORE RECEDING SOMEWHAT FRIDAY AS BANK OF FRANCE UNDERTOOK 
TECHNICAL EASING TO HELP BANKS OVER END-OF-MONTH SETTLEMENT 
PINCH. 

5. CAPITAL CONTROLS - IN ADDITION TO FLOATING AND INTEREST 

RATE POLICY, GOF HAS UNDERTAKEN ARRAY OF MEASURES WHICH COMPLETELY 
REVERSES ORIENTATION OF CONTROLS ON CAPITAL. OUTFLOWS ARE NOW 
TO BE CONTROLLED AND INFLOWS ENCOURAGED RATHER THAN THE REVERSE. 
FIRST STEP WAS REMOVAL OF ALL RESERVE REQUIREMENTS ON NON-RESIDENT 
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BANK DEPOSITS JANUARY 15 (PARIS 1353). LAST EEK BLOCK OF 
ADDITIONAL MEASURES ANNOUNCED (PARIS 1690) WHICH FORBADE NEW 
FRANC LOANS TO NON-RESIDENTS, RAISED FOREIGN BORROWING LIMITS 
AND REORIENTED CONTROLS ON EXPORT CREDITS AND FORWARD COVER. 

6. BOTTLENECKS-INDUSTRY DEVELOPMENTS - STATISTICS CONFIRMED 
SHARP DOWNTURN IN AUTO SALES AND EXPORTSIN DECEMBER. TECHNICAL 
BREAKDOWN IN SKIKDA GAS LIQUEFACTION PLANT IN ALGERIA (PARIS 190) 
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WILL BE REPAIRED SOON BUT REQUIRE RATIONING THROUGH FEBRUARY 
IN SUBSTANTIAL AFFECTED AREA. 

7. ANALYSIS OF IMPLICATIONS OF FRANC FLOAT CONTAINED 
IN PARIS 1928. 

STONE 
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